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Factors affecting cryptocurrency returns during different market conditions

Keywords: bitcoin, crypto currencies, structural breaks
In recent years, there has been a growing interest in cryptocurrencies, especially bitcoin, among financial professionals, the media, regulators and investors. This is not surprising, as it went from $13 in 2013 to $42 000 by the end of 2023. The current research examines the sensitivity of bitcoin, ethereum and binance returns to various factors between 1 January 2018 and 31 December 2023. These factors are the gold and capital market returns, the volatility index, Amihud’s illiquidity index and the number of searches for bitcoin as measured by google trend. The research used Ordinary Least Square (OLS) for three different sub-periods, taking into account the structural breakpoints identified by the Bai-Perron test. Based on the results, the examined factors have different influencing power in different periods. In the first period, when the crypto market is relatively stable, the returns of the cryptocurrencies under study are mainly influenced by gold and the volatility index. In the second period, when the market is in turbulence, the number of searches for bitcoin and the capital market returns are the most important factors, while in the third period, during a market downturn, the capital market returns becomes the most influential.



